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I. Purpose. The purpose of this Acquisition Letter (AL) is to provide contracting officers with
guidance in making a determination of responsibility on the assets of another corporate
entity where the prospective contractor is newly organized or otherwise lacks financial
resources.

This revision of AL 98-05 corrects typographical errors contained in the model Performance 
Guarantee Agreement distributed as part of that AL. The corrections have been made in 
bold type in the model attached to this revision. The date of iss"uance has not been changed. 

II. Backi:round. The Department of Energy contracts with entities that have been created by
an already existing corporate entity or entities solely for the purpose of performing a specific
contract. This occurs with the award of most management and operating contracts. This
situation can occur in the award of contracts that are not management and operating
contracts where the prospective awardee is created for performance of the instant contract,
for example, where a joint venture or similar legally binding corporate partnership is created
in other types of contracts. The Government's interests must be protected if the financial
and other resources of a potential awardee necessary to establish financial responsibility are
owned or controlled by a parent corporate entity or other entity.

III. Guidance. Prior to award of any contract, the contracting officer must make a
responsibility determination, including consideration of whether the new entity will have
sufficient financial and other resources available to it to carry out performance of the
prospective contract, including any liabilities it could incur to the Department under the
terms of the contract.






